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SUBJECT: BRITISH VIEWS ON SECRETARY'S PROPOSAL FOR 
ENERGY ACTION GROUP 

REF: LONDON I50I5, OECD PARIS 33904 

BEGIN SUMMARY: ECO OEEICIALS STRONGLY BELIEVE MAXIMUM 
USE OE OECD EORUM SHOULD BE MADE IN TACKLING ENERGY 
PROBLEM. IN GIVING DIPLOMATIC SUPPORT TO SECRETARY'S 
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VIEW THAT HIGH LEVEL GROUP (HLG) OE OECD OIL COMMITTEE 
PROVIDES APPROPRIATE VEHICLE FOR EORMALLY INITIATING 
LAG. FCO EXPECTS EC WILL BE UNABLE TO PLAY PROMINENT 
ROLE IN EAG EXERCISE (ALTHOUGH COMMISSION MIGHT 
REPRESENT SMALLER MEMBERS' INTERESTS ON HLG), INTIMATING 
ERENCH POSTURE MIGHT BE SERIOUS OBSTACIE. BRITISH ARE 
PESSIMISTIC ABOUT CHANCES EOR ROLLBACK OF OPEC PRICE 
INCREASE BUT DO HOPE TO CONVINCE PRODUCERS HIGHER PRICES 
SHOULD TAKE EEFECT GRADUALLY. BRITISH WONDER ABOUT 
POSSIBILITY OP DEVELOPED CONSUMERS LINING UP SUPPORT OF 
LDCS, WHO WILL SUFFER WORST EPPECTS OP HIGHER OIL PRICES, 

IN DEALING WITH PRODUCERS ON THIS ISSUE. BRITISH 
SPECULATE THAT UNLESS EAG IS DIVIDED INTO SMALLER SUB 
GROUPINGS TO HANDLE SPECIPIC QUESTIONS, IT MIGHT 
DEGENERATE INTO UNCTAD TYPE EXERCISE. BRITISH ARE MORE 
RELAXED ABOUT PLOW OP OIL SUPPLIES NOW THAT CUTBACKS BY 
ARAB PRODUCERS REDUCED. ECO EXPECTS All COUNTRIES WILL 
PROBE EOR ALTERNATIVE OIL SUPPLY SOURCES OVER SHORT 
TERM DESPITE DESIRABILITY OF COMMON POIICIES. END 
SUMMARY. 

1 . IN CALL ON OLIVER WRIGHT (DEPUTY UNDER SECRETARY, 

ECO, IN CHARGE OP EUROPEAN COMMUNITY AND ECONOMIC 
APFAIRS), ECONMIN ASKED HOW THINKING HAD EVOLVED 

ON EAG. WRIGHT SAID HMG STRONGLY BELIEVES THAT ENERGY 
PROBLEM SHOULD BE TACKLED WITH MAXIMUM USE OP OECD 
PORUM, WHICH INCLUDES US, EUROPE AND JAPAN. HE SAID 
SECRETARIAT WAS CAPABLE OP PIRST CIASS WORK AND REPERRED 
TO ASSESSMENT REPORTED OECD PARIS 33904. ALSO, OECD 
WAS ORGANIZATION WHICH WAS BEST SET UP TO STUDY RELATED 
QUESTIONS, SUCH AS ECONOMIC EPPECTS OP OIL SUPPLY 
SHORTAGES OR TO PLAN EOR COMMON APPROACHES TO PROPOSAIS 
EOR CHANNELING EXCESS MONEY INTO INVESTMENT. WRIGHT 
THOUGHT TIME WAS SHORT AND NO EUROPEAN COMMUNITY POSITION 
COULD BE ARRIVED AT PAST ENOUGH TO ALLOW EC TO PLAY 
PROMINENT ROLE IN EAG EXERCISE. HE ALSO INTIMATED ERENCH 
MIGHT BE SERIOUS OBSTACLE TO PROGRESS IN EC CONTEXT. 

2. WRIGHT SAID BRITISH HAVE INSTRUCTED THEIR MISSIONS 
IN ALL OPEC COUNTRIES TO COORDINATE WITH US IN POINTING 
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WORLD ECONOMY. HE OBSERVED IT PROBABLY WOULD BE 
IMPOSSIBLE TO ACHIEVE ROLLBACK OE LATEST OPEC PRICE 
INCREASES, BUT WE MIGHT CONVINCE PRODUCERS THAT NEW 
PRICES SHOULD BE PUT INTO EEEECT IN STAGES. WRIGHT 
NOTED THAT WORST EEEECTS OE HIGHER OIL PRICES WOULD BE 
ON LDCS. HE ASKED WHETHER WE HAVE THOUGHT THROUGH 
IDEA OE IINING UP HAVE-NOT LDCS TO SUPPORT DEVELOPED 
CONSUMERS POSITION ON THIS ISSUE. 

3. IN DISCUSSING POSSIBLE BILATERAL OIL DEALS WITH 
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PRODUCER STATES, WRIGHT VOLUNTEERED THAT PICTURE WAS 
UNCLEAR. WHEREAS COMMON POLICIES ARE DESIRABLE, ALL 
COUNTRIES WILL BE PROBING FOR ALTERNATIVE SOURCES OF 
OIL SUPPLIES OVER SHORT TERM. WRIGHT DISMISSED RECENT 
PRESS STORIES ABOUT HMG CONSIDERING NORTH SEA OIL TO 
BE BRITISH AND NOT COMING UNDER EC REGULATION. HE SAID 
EC WILL HAVE COMMON POSITION ON ENERGY BY TIME OIL 
STARTS FLOWING AND PRESS COMMENTARY WAS UNREALISTIC. 

UK WILL RECEIVE TAXES AND FOREIGN EXCHANGE BENEFITS FROM 
PETROLEUM SAILS BUT UNDER ROME TREATY HMG CANNOT 
LEGALLY RESTRICT MOVEMENT WITHIN EC TERRITORY. 

4. WRIGHT CONCLUDED THAT OIL SITUATION WAS BETTER 

NOW THAN DURING PAST FEW MONTHS. WHILE BEFORE HOLIDAYS 
PROBLEM HAD BEEN ONE OF ADEQUATE SUPPLY AND CONSEQUENT 
DANGER OF STOPPAGE OF ECONOMY, NOW AT LEAST NECESSARY 
MINIMUM FLOW OF OIL SUPPLIES SEEMS ASSURED. CURRENT 
QUESTION WAS ONE OF COST; EFFECT OF HIGHER PRICES ON 
BOTH DEVELOPED AND ESPECIALLY DEVELOPING COUNTRIES, 
AMOUNTS OF MONEY TO BE LET LOOSE IN WORLD AND WHAT IS 
TO BE DONE ABOUT IT. 

5. IN SEPARATE CONVERSATION WITH ENERGY ATTACHE, JOCK 
TAYLOR (ASSISTANT SECRETARY, ECO, IN CHARGE OF ENERGY 
AFFAIRS) SAID HMG HAD REQUESTED ITS MISSIONS IN OECD 
CAPITALS TO SUPPORT KISSINGER INITIATIVE WHILE NOTING 
UK BELIEF THAT MACHINERY OF HIGH LEVEL GROUP (HLG) OF 
OECD OIL COMMITTEE SHOULD BE USED TO SET EAG IN MOTION. 
TAYLOR HAD NO FIRM IDEAS HOWEVER ON HOW TO FOLLOW UP 
INITIAL HLG MEETING WHICH COULD BE AT FOREIGN MINISTER 
LEVEL. HE SUGGESTED SUB GROUPINGS OF, FOR EXAMPLE, 
INDEPENDENT EXPERTS OR WISEMEN WHO MIGHT HANDLE ASPECTS 
OF EAG WORK SUCH AS COOPERATIVE R & D ON ALTERNATE 
ENERGY SOURCES WHILE GOVERNMENT OFFICIALS WOULD DEAL 
SEPARATELY WITH MORE IMMEDIATE PRODUCER AND CONSUMER 
STATES PROBLEMS SUCH AS PRICES. 

6. TAYLOR SPECULATED THAT LARGER CONSUMER-PRODUCER 
FORUM MIGHT DEGENERATE INTO UNCTAD TYPE FORUM AS 
KUWAITIS ARE ALREADY TALKING ABOUT. HE WONDERED IF 
EAG MIGHT AGREE AFTER GUIDEIINES SET IN INITIAL MEETING 
TO SELECTING ONE OR TWO REPRESENTATIVES FOR EACH MAJOR 
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PRODUCERS - WHO WOULD DO ACTUAL WORK AND THEN REPORT 
BACK TO LARGER GROUP. 

7. IN RESPONSE TO QUERY ABOUT FRENCH ATTITUDES, TAYLOR 
ALSO OPINED EAG WAS APT TO BOG DOWN IF EC WERE EXPECTED 
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